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Issue: The tiered meal reimbursement system instituted in
1997 within the child care homes portion of the Child and
Adult Care Food Program (CACFP) has refocused the pro-
gram on low-income children. It has also reduced the
number of child care homes participating in the program.
Is the two-tiered reimbursement system effectively target-
ing low-income children? Is it driving homes out of the
program?

Background: The Personal Responsibility and Work
Opportunity Reconciliation Act (PRWORA) established a
two-tier meal reimbursement rate structure for CACFP
family child care homes. As of July 1997, homes located
in low-income areas or run by low-income providers were
designated as Tier I. An area is considered low-income if
50 percent or more of the children at the local elementary
school have been approved for free or reduced-price
school meals or if 50 percent or more of the children

in the area are in families with incomes at or below 185
percent of the Federal poverty guidelines, as measured by
the most recent decennial census. A provider is low-
income if family income is below 185 percent of the
Federal poverty guidelines. Tier I meal reimbursement
rates are comparable to the rates that existed for all
CACFP homes before PRWORA. Family child care homes
that do not meet the low-income criteria are designated as
Tier II. Tier II homes receive lower reimbursements,
although they can be reimbursed at Tier I rates for meals
served to low-income children, given appropriate docu-
mentation (table 1).
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Findings: The Economic Research Service’s Family Child
Care Homes Legislative Changes Study found that CACFP
family child care homes serve fewer children, but more of
them are from low-income families. Comparison of 1995
and 1999 survey results shows that, prior to the tiering of
meal reimbursements, 21 percent of children served were
from low-income families and 79 percent came from mid-
dle- and high-income families. Post-tiering, 45 percent of
children served now come from low-income families, with
a corresponding drop to 55 percent of children from mid-
dle- and high-income families (fig. 1). The reallocation
resulted from three factors: 1) the number of low-income
children served by CACFP homes grew by 165,000 (80
percent); 2) the number of higher-income children fell by
174,000 (23 percent); and 3) meals for nearly all low-
income children were reimbursed at the higher rate, while
meals for 42 percent of higher income children were reim-
bursed at the lower Tier II rate. More than half of higher
income children receive Tier I reimbursed meals because
they are cared for by Tier I providers.

The Legislative Changes Study also found that tiering
reduced the number of family child care homes participat-
ing in the CACFP. The number of CACFP family child
care homes declined by 10 percent from 1996 to 1999 (fig.
2). Projections based on economic and demographic
trends indicate that the number of homes would have
grown in the absence of tiering. The number of participat-
ing homes continues to decline, falling from an FY 2000
average of 171,708 to an average of 167,479 in FY 2001.

Table 1. CACFP Child Care Home Meal Reimbursement Rates, July 1, 2002—-June 30, 2003

Breakfast Lunch and supper Supplement (Snack)

Tier | Tier Il Tier | Tier Il Tier | Tier I

Contiguous States 0.98 0.37 1.80 1.09 0.53 0.14
Alaska 1.55 0.56 2.93 1.76 0.87 0.24
Hawaii 1.13 0.42 2.11 1.27 0.63 0.17

Source: Food and Nutrition Service, USDA
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